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SURVEY RESULTS: STANDARD QUESTIONS

SURVEY RESULTS FOR STANDARD QUESTIONS

CURRENT ACTIVITY
Tables 1 and 2 report the
most recent results of the St.
Cloud Area Business Outlook
Survey. Responses are from 47
area businesses that returned
the recent mailing in time to be
included in the report. Participating firms are representative of the diverse collection of
businesses in the St. Cloud
area. They include retail, manufacturing, construction, financial, health services, and
government enterprises both
small and large. Survey responses are strictly confidential. Written and oral comments have not been attributed
to individual firms.
While the current activity
found in Table 1 is somewhat
weaker than was reported last
quarter (which is a normal
seasonal effect), most of the
diffusion index numbers from
this table are stronger than one
year ago. A diffusion index
represents the percentage of
respondents indicating an increase minus the percentage
indicating a decrease in any
given quarter. For any given
item, a positive index usually
indicates expanding activity,
while a negative index implies
declining conditions. Indexes
on employment, length of
workweek, capital expenditures, prices received, national
business activity, and difficulty
attracting qualified workers all
compare favorably to one year
ago. The readings on current
business activity and employee
compensation are the only
values that are weaker than
one year ago. For example, the
current business activity index
is 27.7, which is somewhat
lower than the 34 reading last
year. We do note that last November’s current business
activity index appears to have
been buoyed by the election
results that preceded the survey, so comparisons to one year
ago are particularly challenging.
Diffusion indexes for current employment and length of
the workweek remain solid.
Thirty-four percent of surveyed firms expanded payrolls
over the past three months and
the index on length of workweek is the highest recorded in
the November survey since
2011. While few companies
report reduced payrolls or a
shorter workweek, we are
keeping an eye on area labor
market activity, given recent
announcements of the closing
of the Crossroads Center Sears
store and the elimination of 130
jobs at Capital One 360.
As can be seen in the accompanying chart, the diffusion

index on current capital expenditures remains elevated. With
interest rates expected to be
higher in the future and ongoing difficulty attracting qualified workers, area firms appear to be accelerating their
current capital expansion
plans. This activity appears to
be temporary, since we note
that future capital purchases
reported in Table 2 are particularly weak.
The current employee compensation index is hard to interpret. At a value of 31.9, this
index is the lowest recorded
since February 2012 (see accompanying figure). Only 34
percent of surveyed firms
report paying higher employee
compensation in the last quarter, which is a surprisingly low
number given current labor
shortages in the region. This
pause in wages and salaries
appears to be short-lived, since
63.8 percent of firms expect to
increase employee compensation in six months’ time (see
Table 2).
The current prices received
index is little changed from last
quarter. Nearly three-quarters
of surveyed firms report no
change in prices received over
the past three months. National
business conditions continued
to improve in the past quarter
as the index on this survey item
rose to 25.5. Finally, as can be
seen in the accompanying
chart, the diffusion index on
current worker shortages remains at historically high levels. The last time we saw these
kinds of local worker shortages
was in 1999, a time at which the
local unemployment rate was
comparable to the current rate
of 2.3 percent. Forty-five percent of surveyed firms report
increased difficulty attracting
qualified workers in the current quarter, and no firms had
less difficulty finding workers.
There seems to be no relief in
sight for area firms who wish
to attract qualified workers.
As always, firms were asked
to report any factors that are
affecting their business. These
comments include:
» Government gives away
too much so people get lazy and
would rather sit home and collect money instead of going out
and working for it. Our employees work hard and average
$40,000 to $70,000 if they work
the hours we have available.
» Obamacare.
» Lack of motivated younger
workers in our business. Secondary education like tech
colleges are not focused on the
construction trades and teaching how the real world is on our
industry. Not every person in
the USA likes to work behind a

desk all day, but if training the
needed areas is not quality,
what do young potential employees do?
» Medical insurance premiums.
» Health care is still a huge
issue. With the high cost and
high deductibles, our employees are using their insurance a
lot less, but our increase this
year is still 9 percent.
» People-people-people.
» Many jobs open, competition for talent, slow company
response when working with
job seekers is a negative to the
job seekers we see.
» Economy.
» Low farm prices impacting farm profitability and ability of farmers to reinvest.
» The decrease in activity
from three months ago is the
seasonality of real estate.
» Workers comp reform to
protect employer who are getting hurt by fraudulent workers comp claims — all protection is for employees even if
the claims aren’t legitimate!

FUTURE OUTLOOK
Table 2 reports the future
outlook of area businesses. The
six-month ahead outlook is
improved from last quarter —
a normal seasonal effect —
and, with the exception of future capital expenditures, is
largely improved from one
year ago. With 49 percent of
surveyed businesses expecting
improved overall business
activity by May, the area economic outlook remains solid.
The future employment index
(see accompanying figure) is
well above its reading one year
ago, as one-third of area firms
expect to expand payrolls by
next spring and only one firm
plans to shrink its workforce.
The index number on length of
workweek in Table 2 is little
changed from recent quarters
as three-fourths of surveyed
firms expect no change in the
length of the workweek by
May 2018.
Thirty-two percent of surveyed firms expect prices
received to increase by May.

Only two firms think future
prices will fall. As was noted in
last quarter’s report, the future
prices received index continues to slowly inch up. Contrary to the weak reading from
Table 1, expected future employee compensation remains
elevated for surveyed firms —
64 percent of firms expect
higher wages, salaries and
fringe benefits by the second
quarter of 2018 and no firms
expect employee compensation
to fall. The one survey item in
Table 2 to keep an eye on is the
capital expenditures index.
While strong numbers on current capital spending are reported in Table 1, the future
outlook of this series may be a
concern. This index is considerably lower than it was one
year ago and recent readings
of area firms’ planned capital
expenditures suggest somewhat weaker local capital
spending can be expected in
2018.

The national business activity outlook was very weak in
last quarter’s St. Cloud Area
Quarterly Business Report.
This series rebounded in the
current quarter as more than
one-third of surveyed firms
expect improved national business conditions by next May.
As can be seen in the accompanying chart, the value of the
future national business activity index rose to 34 this quarter, with no firms expecting
weaker national business conditions over the next six
months.
Finally, area firms expect
continued difficulty attracting
qualified workers. Thirty-eight
percent of survey respondents
anticipate increased difficulty
attracting qualified workers by
May and only one firm thinks
these pressures will decrease.
The diffusion index on future
difficulty attracting qualified
workers has now been elevated
for the past several years.

Contrary to the weak reading from Table 1, expected future
employee compensation remains elevated for surveyed firms
— 64 percent of firms expect higher wages, salaries and
fringe benefits by the second quarter of 2018 and no firms
expect employee compensation to fall.
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SURVEY RESULTS: SPECIAL QUESTIONS

SPECIAL QUESTION 1: SHARE OF WORKFORCE 55-PLUS
Approximately what share of your company’s workforce is aged 55 or older?
The first wave of the baby boom — those born between the years 1946 and 1964
— reached normal retirement age in 2011. Since that time, a growing share of the
working age population has reached age 55 and older (see sidebar on the first page
of this report).
Over the years we have heard some area business leaders express concern
about anticipated difficulty replacing a growing share of highly skilled workers
who are beginning to reach retirement age. These concerns are likely to grow as
the regional labor shortage continues to persist. This quarter’s special questions
are focused on local workers aged 55 and older. Our first question simply asked
area firms to report on the share of their workers in this population cohort. We
asked:
Approximately what share of your company’s workforce is aged 55 or older?
While the majority of surveyed firms report employment of aged 55 and older
workers that is less than 25 percent of their workforce, 15 percent indicate more
than 50 percent of their workers are in this age group. Another 21 percent of firms
have between 25 and 50 percent of their workers aged 55 and older. Comments
include:
» (60 percent) of us are older than 55.
» Agency had a turnover two years ago with 25 percent retiring during that
time.
» Our field people have very few over 55, office all but two are over 55.
» We have cycled through all the over 55 except me. Have a broad range in ages
now. Having a hard time getting the younger ones right out of school because
there is none.
» Ours is in many ways a physical job and most of our employees are fairly
young.
» In our company of 79, we have 11 Millennials, 31 Gen Xers, 36 Baby Boomers,
and 1 Greatest Generation. We are pleased with our mix considering (our industry)
was predicted to die out, but is now thriving.
» We tend to attract a younger workforce.
» Profession is shrinking.
» Four out of 45.
» While we have some key employees who are scheduled to retire in the next 10
years, we have a relatively young workforce.
» Plan to retire in July 2018.

SPECIAL QUESTION 2:
REPLACING RETIRING
WORKERS

Learn more at QBR Review on Dec. 14
You’ve read the report. Now get deeper insights and a chance to talk to other
decision-makers at the QBR Review.
The free event takes place Dec. 14 at Resource Training & Solutions in Sartell. Economist
King Banaian, dean of St. Cloud State University School of Public Affairs, will present
findings of the latest report. A key topic will be “Bridging the Generational Gap in the
Workforce,” a subject addressed in three special questions for the December QBR.
Networking is scheduled for 7:30-8 a.m., with Banaian’s presentation from 8–9 a.m.
Get your free ticket at https://tickets.sctimes.com/. You’ll find a map there as well.

To what extent is your firm
concerned about replacing retiring
workers over the next several years?
Since the share of
aged 55 and older workers shows considerable
variation across area
firms, it is not a surprise
that survey respondents
show differing degrees
of concern about replacing retiring workers
over the next several
years. We asked:
To what extent is
your firm concerned
about replacing retiring workers over the
next several years?
While all firms seem
to have at least considered the impact of retiring workers on their
company, nearly half of
the sample are either
“not at all concerned” or
“slightly concerned”
about this issue. Still,
See QUESTION 2, Page 4I
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